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Executive Summary 

 
 
During the period of July 1, 1999, through June 30, 2000, the Chicago Public Schools (CPS) 
worked with private school principals to design Title I, Part A (Title I), programs for children 
attending private schools, monitored those programs to ensure the children were eligible for 
services, and ensured the designed services were provided.  CPS also properly corrected 
accounting entries that it recorded in error during the audit period.  After being instructed to do 
so by the Office of Elementary and Secondary Education (OESE), CPS rescinded the ability to 
enter purchase order requisitions on-line from private school officials. 
 
The objectives of our audit were to determine if CPS (1) ensured that Title I funds used to 
provide services for private school children were expended for their intended purposes and in 
compliance with selected Federal laws and regulations, and (2) generated and provided funds for 
Title I services to private school children in proportion to the number of low-income private 
school children in participating school attendance areas.  We did not review CPS’ administration 
of Title I funds for providing services to public school children.   
 
We identified four instances of non-compliance caused by significant management control 
weaknesses and one other matter that adversely affected CPS’ ability to administer the Title I 
program during our audit period. 
 
Specifically, CPS: 
 
1. Did not conduct yearly progress assessments for Title I private school children; 
 
2. Could not account for all Title I property and equipment; 
 
3. Could not clearly show how much it budgeted for and spent on each Title I program for 

private school children; and 
  
4. Did not return all Title I funds spent for an expense that the OESE determined was 

unreasonable. 
 
To ensure CPS strengthens its management controls and improves its ability to provide Title I 
services to eligible private school children, we recommend that the Assistant Secretary for 
Elementary and Secondary Education require the Illinois State Board of Education (ISBE) to (1) 
ensure CPS has finalized its comprehensive yearly progress plan and ensure the plan is 
implemented immediately, (2) require CPS to establish and follow written policies and 
procedures that comply with 34 C.F.R. § 80.32 and 200.13, (3) ensure CPS has updated its 
financial management system so it facilitates tracking the amount of Title I funds and capital 
expenditures CPS budgets for and spends on each Title I program for private school children, 
and (4) verify CPS restored $7,050 to the funds available for Title I programs for private school 
children and confirm that CPS provided the additional services described in its response to our 
draft audit report. 
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We also noted, for fiscal year 2002’s allocation, CPS personnel did not identify all children 
living within CPS’ boundaries and attending private schools.  We previously reported this matter 
on February 23, 2001, in State and Local Action Memorandum 01-04 (See the Other Matter 
section of this report).  In March 2001, OESE asked the ISBE to review this matter and report its 
conclusions to the Assistant Secretary for Elementary and Secondary Education.  In response, the 
ISBE had CPS work closely with private school representatives to ensure an appropriate Title I 
allocation for providing services to eligible private school children during the 2001-2002 school 
year.  CPS revisited the matter and allocated $1.1 million more than it originally allocated to 
provide services to eligible private school children. 
 
In response to our draft audit report, the ISBE and CPS generally agreed with the findings and 
recommendations.  The ISBE stated that it “fully recognizes the importance of demonstrating, 
based on assessments, what constitutes adequate yearly progress.”  CPS acknowledged that it 
needed to strengthen its controls over administering Title I funds for providing services to private 
school children, and it explained the corrective actions it has taken or plans to take.  The ISBE 
wrote that it will monitor CPS to ensure the actions have been taken as described.  See Appendix 
A—Auditee Comments.  Because of the voluminous number of attachments included in the 
ISBE’s response to the draft audit report, we have not included them in Appendix A.  Copies of 
the attachments are available upon request. 
 
We made minor changes to the report based on comments we received.  We also deleted draft 
audit report Finding No. 4, because CPS and the ISBE provided sufficient documentation to 
resolve the issue.   
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AUDIT RESULTS 

 
During the period July 1, 1999, through June 30, 2000, CPS (1) properly controlled Title I funds 
allocated to provide services to private school children after being instructed to do so by OESE, 
(2) adjusted its accounting records to ensure only instructional costs were charged to the 
instructional pool of funds, (3) worked with private school officials to design Title I programs for 
children attending private schools, and (4) monitored Title I children attending private schools to 
ensure they were eligible and received eligible services.  In addition, CPS included children 
attending private schools in its fiscal year 2002 rank ordering of public school attendance areas. 
 
However, we noted four instances of noncompliance.  During the audit period, CPS: 
 
1. Did not conduct yearly progress assessments for Title I private school children; 
2. Could not account for all Title I property and equipment; 
3. Could not clearly show how much it budgeted for and spent on each Title I program for 

private school children; and 
4. Did not return all Title I funds spent for an expense OESE determined was unreasonable. 
 
Significant management control weaknesses that require administrative action by ISBE and the 
Chief Executive Officer of CPS caused most of these instances of non-compliance.  We also 
identified one other matter that warrants their attention. 
 
In response to our draft audit report, the ISBE and CPS generally agreed with the findings and 
recommendations.  CPS acknowledged that it needed to strengthen its controls over 
administering Title I funds for providing services to private school children, and it explained the 
corrective actions it has taken or plans to take.  The ISBE wrote that it will monitor CPS to 
ensure the actions have been taken as described. 
 
 
Finding No. 1  CPS Did Not Conduct Yearly Progress Assessments for Title I Private 

School Children 
 
For the period July 1, 1999, through June 30, 2000, CPS did not develop or adopt a plan to 
conduct yearly progress assessments for private school children receiving Title I services.  CPS 
personnel did not meet with private school representatives to develop an assessment plan for 
services.  Additionally, CPS did not make arrangements with private school representatives to 
conduct an assessment to measure the improvement of the skills, knowledge, and abilities 
targeted in the program designs. 
 
Pursuant to Section 1111(b)(1) of the Elementary and Secondary Education Act of 1965, as 
amended (the Act), “Each state plan shall demonstrate that the State developed or adopted 
challenging content standards and challenging student performance standards that will be used 
by the State, its local educational agencies, and its schools to carry out this part.”  Section 
1111(b)(2) requires each State plan to demonstrate, based on assessments described under 
paragraph (3), what constitutes adequate yearly progress of any school and local educational 
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agency (LEA) served with Title I funds toward enabling children to meet the State’s student 
performance standards.  Pursuant to Section 1111(b)(3), “Each State plan shall demonstrate that 
the State has developed or adopted a set of high-quality, yearly student assessments, …that will 
be used as the primary means of determining the yearly performance of each local educational 
agency and school served under this part in enabling all children served under this part to meet 
the State’s student performance standards.” 
 
For fiscal year 2002, CPS planned to implement a program to measure participating private 
school children’s yearly progress.  CPS informed us that the planning would be done in 
consultation with representatives from the private schools.  During our audit, CPS’ Funded 
Programs staff met with private school affiliates to develop a (1) definition of adequate yearly 
progress for participating private school children and (2) plan to assess yearly progress. 
 
As of July 2001, CPS and the private school representatives still did not have an agreed upon 
definition of adequate yearly progress and standards to compare how the private school children 
were progressing.  As a result, CPS could not determine if its Title I programs were enabling 
private school children served with Title I funds to meet student performance standards.  Setting 
standards for yearly progress will allow CPS to closely monitor the programs so proper changes 
can be made that enable private school children served with Title I funds to progress toward 
meeting challenging standards. 
 
Recommendations 
 
We recommend that the Assistant Secretary for Elementary and Secondary Education direct 
ISBE to: 
 
1.1 Ensure CPS’ Funded Programs staff immediately finalizes a comprehensive plan that 

defines adequate yearly progress and lays out how CPS will assess each private school 
Title I student’s progress.  This plan shall be developed in coordination with private school 
representatives to ensure meaningful and timely assessments of progress. 

 
1.2 Coordinate with CPS for a follow up review of CPS’ implemented corrective actions. 
 
Auditee Comments 
 
CPS and ISBE agreed with our finding and recommendations.  The ISBE also stated that it 
recognizes the importance of demonstrating, based on assessments, what constitutes adequate 
yearly progress.  CPS provided a proposed strategy for satisfying the requirement to ensure 
meaningful and timely assessments of student progress.  ISBE wrote that it will monitor CPS to 
ensure that CPS’ efforts to move forward with the development of a plan addressing adequate 
yearly progress will be in consultation with representatives of the private school affiliates.  ISBE 
also wrote that it will monitor plan development and the implementation of the corrective 
actions. 
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Finding No. 2  CPS Could Not Account for All Title I Property and Equipment 
 
We reviewed inventory records for 10 of 109 private schools that had children receiving services 
through CPS’ Title I programs during the period July 1, 1999, through June 30, 2000.  We 
compared the property and equipment listed on the Title I teachers’ and aides’ inventory records 
with the property and equipment in the Title I classrooms.  (The Title I teachers and aides 
marked the property and equipment at the private schools with black marker or removable 
labels.)  The property and equipment in the Title I classrooms agreed with the inventory listings. 
 
We compared the Title I teachers’ and aides’ inventory lists with CPS’ master inventory.  We 
found Title I property and equipment located at the private schools that was not on CPS' master 
inventory.  Our review of the inventory records for the 10 schools we visited disclosed 473 
pieces of property and equipment.  We found 241 pieces of property and equipment in private 
school Title I classrooms that were not on CPS’ master inventory.  For one school, none of the 
property and equipment in the Title I classroom was listed on CPS’ master inventory. 
 
We also identified property and equipment listed on CPS' master inventory that was no longer in 
the Title I classrooms at the private schools.  We identified 80 pieces of property and equipment 
on CPS’ master inventory that were no longer located in the 10 Title I classrooms located in 
private schools that we visited.  In at least one private school, the Title I teacher properly 
disposed of the property that was no longer needed.  In another private school, the unneeded 
equipment was locked in a storage room. 
 
Given these significant differences, we have no assurances that CPS’ inventory for the 99 private 
schools we did not visit is accurate. 
 
Pursuant to 34 C.F.R. § 200.13(a), a public agency must keep title and exercise continuing 
administrative control over all property, equipment, and supplies that the public agency acquires 
with Title I funds for the benefit of eligible private school children.  Further, 34 C.F.R. § 200.13 
(d)(1), requires an LEA to remove equipment and supplies placed in a private school if they are 
no longer needed for Title I purposes. 
 
CPS has written property management policies that specifically address inventory maintenance, 
reconciliation, and disposal procedures.  According to CPS’ Policy Manual, Section 401.9, 
adopted April 21, 1999,  
 

Permanent items that have been purchased by or donated to schools, Region 
Offices, and Central Service Center departments and which have a value of $250 
and a useful life of at least three years must be entered on the Equipment and 
Furniture Register … This inventory is to be maintained and updated quarterly and 
upon receipt of new equipment … In addition to updating the inventory quarterly, 
each school, region, and Central Service Center unit must complete a physical 
inventory of all fixed assets every year, beginning with June 30, 1999, and every 
year thereafter. 
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Fixed assets at schools, regions, and the Central Service Center are to be 
inventoried on the Equipment and Furniture Register or on the computer-based 
program, when available, listing all information contained on the Equipment and 
Furniture Register and the funding source, if the asset was purchased through a 
grant.  This inventory is to occur upon the fixed asset's delivery. Each item should 
be tagged with its control number that can be referenced on the Equipment  
and Furniture Register. 

 
Though CPS clearly had written policies in place, it did not ensure adherence to them when 
dealing with property and equipment purchased with Title I funds and placed in Title I 
classrooms at private schools.  During the audit period, CPS did not (1) reconcile its property and 
equipment inventory with the inventory located in the Title I classrooms at private schools; (2) 
adequately label (or tag) Title I furniture and equipment placed in private schools; (3) ensure 
Title I staff knew what to do with excess and obsolete property and equipment; and (4) ensure 
that Title I staff notified CPS administration that they received new property and equipment. 
 
As a result, Title I property and equipment could be lost, stolen, or used for unallowable 
activities and CPS would not know about it.  Additionally, CPS personnel might be able to put 
property and equipment that is not currently being used to productive use at other schools that 
have Title I programs. 
 
Recommendations 
 
We recommend that the Assistant Secretary for Elementary and Secondary Education direct 
ISBE to require CPS to:  
 
2.1 Review its property and equipment policies and procedures and ensure the policies and 

procedures include directives that will ensure CPS maintains one uniform system of 
inventory procedures.  These procedures should be applied uniformly, whether the 
equipment or property is at a public school, a private school, or CPS’ administrative 
offices. 

 
2.2 Reconcile its master inventory with the property and equipment located in its Title I 

classrooms; and 
 
2.3 Provide training to Title I staff on how to dispose of any Title I property and equipment 

that is obsolete or no longer needed in the Title I classrooms. 
 
Auditee Comments 
 
CPS and ISBE agreed with our finding and recommendations. 
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Finding No. 3 CPS Could Not Clearly Show How Much It Budgeted for or Spent to 
Operate Title I Programs at Each Private School 

 
CPS could not clearly show how much money it budgeted for or spent to operate the Title I 
programs at each private school.  We identified three different amounts that CPS budgeted for 
the Title I programs for private school children.  CPS had one budget amount ($11,453,356) that 
it submitted to ISBE when it applied for Title I funding, a second amount ($12,302,238) based 
on the private schools’ program design budgets, and a third amount ($13,404,739) recorded in 
CPS' accounting records as allocated for Title I programs for private school children. 
 
Also, per CPS’ accounting records, CPS did not use approximately $2.9 million in capital 
expense funds solely for capital expenses incurred to provide Title I services to private school 
children.  In its fiscal year 2000 budget, CPS requested capital expenses (from Title I funding) of 
$3.1 million.  Its accounting records showed that CPS only charged approximately $175,000 for 
capital expenses during fiscal year 2000.  CPS told us that in December 1999, funding was 
available in the capital expense program to fund non-instructional positions.  CPS chose to leave 
the positions (in the accounting system) as instructional costs and manually transfer the expenses 
to the capital expense (non-instructional costs) accounting classification after the end of the 
fiscal year.  After making this adjustment, CPS’ accounting records still showed a capital 
expense carryover of approximately $696,000 from fiscal year 2000. 
 
Because it could not clearly identify how much it budgeted for or spent to operate the Title I 
programs at each private school, CPS could not definitively state how much Title I funds it had 
left over at the end of the program year.  Private school officials believed that CPS should have 
approximately $2 million of Title I funds from fiscal year 2000.  Due to CPS’ method of 
accounting for Title I funds used to provide services to private school children, we could neither 
substantiate nor refute this amount. 
 
According to 34 C.F.R.§ 80.20(a)(2), fiscal control and accounting procedures must be sufficient 
to “Permit the tracing of funds to a level of expenditure adequate to establish that such funds 
have not been used in violation of the restrictions and prohibitions of applicable statutes.”  
Financial management systems must provide an accurate, current, and complete disclosure of the 
financial results of financially assisted activities. 
 
CPS' accounting system was inadequate to account for Title I instructional and non-instructional 
(capital expenses) costs.  CPS did not account for Title I non-personnel costs (such as supplies 
and equipment) or personnel costs in a similar manner.  CPS accounted for non-personnel costs 
by private school unit numbers (identifiers CPS assigned to each Title I program it operated at a 
private school).  The accounting records for non-personnel costs clearly showed the total Title I 
funds CPS spent on equipment, supplies, and other expenses for each Title I program serving 
private school children. 
 
CPS accounted for personnel costs (salaries and fringe benefits) by public school unit number.  
Its accounting records did not clearly show how much CPS spent on personnel costs to operate 
Title I programs at each private school.  Additionally, CPS did not correctly code non-
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instructional aides’ salary and fringe benefits (capital expenses) when recording these payments 
in its accounting system. 
 
Recommendations 
 
We recommend that the Assistant Secretary for Elementary and Secondary Education direct 
ISBE to ensure that CPS: 
 
3.1 Revises its financial management system so it will permit CPS to clearly show the amount 

of Title I instructional funds and capital expenditures it spent to operate the Title I program 
at each private school.  At a minimum, CPS should account for all expenses, personnel and 
non-personnel, based on the private school unit number. 

 
3.2 Establishes effective budgetary control over Title I expenditures to ensure that money 

budgeted is expended according to the established plans or program designs. 
 
Auditee Comments 
 
CPS and ISBE agreed with our finding and recommendations.  CPS described three corrective 
actions it took or is taking:  (1) for FY 2001, all non-instructional positions were transferred out 
and correctly charged to the Title I capital expenses account; (2) for FY 2002, CPS assigned two 
project numbers to separate appropriations and expenditures for Catholic and non-Catholic 
schools; and (3) for FY 2003, CPS stated it will establish accounting procedures where the 
individual private school unit number will be charged for both personnel and non-personnel 
items.  ISBE stated it would monitor CPS to ensure that it has followed through or will follow 
through with its proposed corrective actions. 
 
 
Finding No. 4 CPS Did Not Return All Title I Funds Spent for an Expense OESE 

Determined Was Unreasonable 
 
In June 1999, the Archdiocese of Chicago, Office of Catholic Education (OCE), contracted with 
Millennia Consulting to conduct a five-year evaluation study of the Title I programs provided to 
eligible Catholic school children.  According to OESE, the OCE directed the contractor’s work.  
OCE also received invoices from Millennia Consulting and submitted them to CPS for payment.  
Between November 1999 and October 2000, CPS paid Millennia Consulting $188,200 based on 
the invoices OCE submitted. 
 
In its monitoring report dated January 10, 2001, OESE instructed ISBE to require CPS to restore 
$181,150 from non-federal sources to the pool of funds to provide services to private school 
children.  OESE cited Section 14303(a)(1) of the Act, which requires any contract to be under 
the control and supervision of a public agency.  In addition, OESE stated that the Millennia 
Consulting study repeated existing information on Title I and was therefore not a reasonable and 
necessary expense (34 C.F.R. § 80.22).  Because OESE determined that the Millennia Consulting 
study was not a reasonable and necessary expense, all payments made to the contractor are 
unreasonable. 
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Recommendation 
 
4.1 We recommend that the Assistant Secretary for Elementary and Secondary Education 

direct ISBE to confirm, with private school representatives, that CPS restored the 
additional $7,050 ($188,200 less $181,150) and used those funds to provide the services 
CPS described in its response to the draft audit report (See Appendix A). 

 
Auditee Comments 
 
CPS stated that it restored the $7,050 to the pool of funds that provide instructional services to 
private school Title I students and used the funds for a summer program implemented from June 
2001 to August 2001.  ISBE stated that it reviewed the documents CPS submitted to support 
restoration of the funds. 
 
Office of Inspector General Response 
 
The auditee concurred with the finding and stated that it took corrective action.  However, the 
documentation provided was not sufficient to confirm that CPS provided the additional services 
described.  We revised our recommendation based on the auditee’s comments. 
 
  

OTHER MATTER 
 
Rank Ordering and Per Pupil Allocations 
 
In February 2001, we reported that preliminary results from our audit disclosed that CPS 
followed a systematic process when ranking its public school attendance areas and allocating 
Title I funds for the 2001-2002 school year.  Though CPS employees ensured they used poverty 
data from the private schools within CPS’ boundaries, they did not attempt to locate children 
living within CPS’ boundaries and attending private schools located in other school districts.  
CPS employees also did not include children attending private schools whose administrators 
failed to respond to CPS’ requests for information.  Finally, we reported that CPS’ count of 
children eligible for Temporary Assistance to Needy Families and attending private schools 
might have been understated. 
  
In March 2001, the Acting Deputy Assistant Secretary for Elementary and Secondary Education 
asked the ISBE’s Superintendent of Education to review the findings of the Office of Inspector 
General and report his conclusions within 30 days to the Deputy Assistant Secretary.  In 
response, the ISBE required CPS to work with the private schools to ensure an appropriate 
allocation for the 2001-2002 school year.  CPS revisited its count and determined that private 
school children generated $1.1 million more than CPS originally calculated.  Though CPS added 
funds to the pool of Title I funding available for services for private school children for the 2001-
2002 school year, it did not revise its rank ordering.  CPS included both public and private 
school children in its original 2001-2002 rank ordering of public school attendance areas.  
However, CPS officials told us that the private school recalculation occurred too late in the year 
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to revisit its overall rank ordering of public school attendance areas.  The budgets for all CPS 
public schools had already been set.  
 
For the 2002-2003 school year, CPS’ Funded Programs staff plans to address this issue by 
working with the private school administrators and affiliates to obtain an accurate poverty count 
according to the time line it developed in response to an OESE technical assistance visit.  CPS 
plans to gather and review poverty data that fairly represents the number of private school 
children that would qualify for eligibility under Title I legislation and include those children in 
the rank ordering process.  Additionally, CPS informed us that it developed and implemented a 
plan to identify children who live in Chicago but attend schools outside Chicago. 
 
OESE should ensure that the ISBE approves CPS’ 2002-2003 application for Title I funding only 
after receiving assurances that CPS completed its rank ordering according to the plan described. 
 
 

BACKGROUND 
 
Title I, Part A, of the Elementary and Secondary Education Act of 1965, as amended, provides 
funds for supplemental educational services for eligible public and private school children living 
in high-poverty areas.  The Title I, Part A, program provides formula grants through state 
educational agencies to LEAs to assist low-achieving children meet challenging state curriculum 
and student performance standards in core academic subjects. 
 
LEAs are to target funds to schools with the highest percentages of children from low-income 
families.  Title I services target children who are failing, or at most risk of failing, to meet state 
academic standards.  Services the LEA can provide to private school children under the program 
include, but are not limited to, (1) instruction and services provided at a public or private school 
site, other public and privately owned neutral sites, or in mobile vans or portable units; (2) 
educational radio and television; (3) computer-assisted instruction; (4) extended-day services; (5) 
home tutoring; (6) take-home computers; and (7) interactive technology.  The LEA may provide 
Title I services directly or through contracts with public and private agencies, organizations, and 
institutions, as long as those entities are independent of the private school and of any religious 
organization in the provision of those services. 
 
CPS is the LEA for purposes of providing Title I services to children living in the City of 
Chicago and attending private schools.  The Act authorizes Federal funds to be made available 
through ISBE.  For the period July 1, 1999, through June 30, 2000, ISBE allocated $168,813,679 
in Title I funds to CPS.  According to its application for funding, CPS budgeted $11,453,356 for 
Title I programs to provide services to children attending private schools.  This amount consisted 
of $8,351,305 to provide instructional and support services and $3,102,051 for capital expenses.  
During the 2000 program year, CPS allocated funding to provide Title I services to children 
attending 109 different private schools.  
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OBJECTIVES, SCOPE AND METHODOLOGY 
 
The primary objectives of our audit were to determine if CPS: 
 
1. Ensured that Title I funds used to provide services for private school children were expended 

for their intended purposes and in compliance with selected Federal laws and regulations; 
and  

2. Generated and provided funds for Title I services to private school children in proportion to 
the number of low-income private school children in participating school attendance areas. 

 
Specifically, we determined if CPS: 
 
1. Properly controlled Title I funds allocated to provide services to private school children and 

did not have private schools administer the Title I funds themselves (during a technical 
assistance visit in April 2000, OESE told CPS it could not allow private school officials to 
encumber Title I funds); 

2. Properly accounted for Title I funds; 
3. Charged non-instructional costs as instructional costs, and, if so, determined if CPS properly 

adjusted its accounting records to reflect that the costs were non-instructional (capital 
expenses); 

4. Properly counted children attending private schools and included them in its rank ordering; 
5. Worked with private school officials to design programs to provide services to children 

attending private schools; and 
6. Monitored Title I children attending private schools to ensure they were eligible, received 

services, and made progress toward achieving the state’s academic standards. 
 
Our audit covered the period July 1, 1999, through June 30, 2000, and CPS’ rank ordering 
process for the 2001-2002 program year. 
 
To accomplish our objectives, we reviewed CPS’ (1) written policies and procedures over 
providing Title I services to private school children, accounting for Title I funds, and maintaining 
property records;  (2) accounting and payroll records; (3) purchase orders, invoices, and 
cancelled checks for expenses charged to the Title I program during the audit period; and (4) 
Title I program designs for providing services to children attending 109 private schools.  We 
visited five private schools, where we spoke with the Title I teachers or aides (who were CPS 
employees) and ensured CPS’ monitoring reports on the Title I program accurately reflected the 
status of the program at the private school.  We also conducted an inventory of property and 
equipment located at 10 private schools.  We compared our inventory with the master inventory 
maintained by CPS’ accounting department.  Finally, we interviewed various CPS employees, 
Title I teachers and aides, private school administrators, and private school principals.  We did 
not review CPS’ administration of Title I, Part A, funds for providing services to public school 
children. 
 
During the audit, we relied on computer-processed data containing Title I accounting 
transactions and rank ordering information.  To assess the reliability of the accounting data, we 
compared the data with source documents (purchase orders and invoices) and the source 
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documents with the computer data.  For the rank ordering data, we used the same data CPS used 
for fiscal year 2002, and recalculated CPS’ count of children attending private schools and 
meeting the poverty level criteria.  We ensured that the data CPS used was the same data 
submitted by the private schools.  We also performed logical tests of the rank ordering data for 
the 2002 program year (the rank ordering source information for 2000 and 2001 was not 
available).  Based on these tests, we concluded that the computer-processed data were 
sufficiently reliable to be used in meeting the audit’s objectives. 
 
We reviewed CPS’ accounting for Title I transactions during the period July 1, 1999, through 
June 30, 2000.  During this period, CPS recorded 13,541 transactions totaling $12,770,312.  We 
stratified these transactions into seven categories: Salary/Teachers; Salary/Career Services; 
Supplies; Contractual Services; Payments to Schools1; Pension/Fringe Benefits; and Furniture 
and Equipment.  We randomly selected and reviewed documentary evidence for 560 transactions 
totaling $4,760,831.  We tested the transactions to determine whether they were properly 
accounted for, allowable, supportable, and accurate. 
 
We conducted our fieldwork at CPS’ administrative offices and our regional office in Chicago, 
Illinois, between November 2000 and September 2001.  We discussed the results of our audit 
with ISBE and CPS officials on August 14, 2001.  Our audit was performed in accordance with 
government auditing standards appropriate to the scope described above. 

 
 

STATEMENT ON MANAGEMENT CONTROLS 
 
As part of our audit, we assessed CPS’ system of management controls, policies, procedures, and 
practices applicable to its administration of Title I services for private school children.  We 
performed the assessment to determine the level of control risk; that is, the risk that material 
errors, irregularities, or illegal acts may occur.  We performed the assessment to assist us in 
determining the nature, extent, and timing of the tests needed to accomplish our audit objectives. 
 
To make our assessment, we identified CPS’ significant management controls and classified 
them into the following categories: 
  
1. Financial Management  
 
 Generating (rank ordering of public school attendance areas) and providing funds (per 

pupil allocations), 
 Monitoring the use of funds, 
 Budgeting allocated funds, 
 Approving requests and paying for goods and services, and 
 Paying salaries and fringe benefits. 

                                            
1 Payments to Schools consisted of advances to private schools for admission fees and 
transportation of eligible private school children to Title I services or events. 
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2. Administrative 
 
 Monitoring services provided to private school children, 
 Delivering services to private school children, and 
 Assessing the progress of private school children. 

 
3. Property and Equipment Inventory Development  
 
Due to inherent limitations, a study and evaluation made for the limited purpose described above 
would not necessarily disclose all material weaknesses in CPS’ management control structure.  
However, our assessment disclosed significant management control weaknesses that adversely 
affected CPS’ ability to administer Title I funds used to provide services to children attending 
private schools.  These weaknesses included (1) non-existent written procedures to determine the 
eligibility and assess the progress of private school children receiving Title I services, (2) written 
procedures for property and equipment that were not followed and also needed strengthening, 
and (3) an inadequate financial management system.  These weaknesses and their effects are 
discussed in the Audit Results section of this report. 
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